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DIRECTORS’ REPORT TO THE SHAREHOLDERS 


EARNINGS AND DIVIDENDS 


Net income for 1966 amounted to $484,353 
which compares favourably with $434,623 
earned in 1965. After deducting preference 
dividends of $150,000, the balance available 
for common shareholders was $334,353 or 47 
cents per share. This represented an increase 
of 7 cents per common share over 1965 and 
permitted an increase in total common dividends 
paid from 32 cents to 38 cents per share. 


NET ASSET VALUE 


Net asset value per common share amounted 
to $14.69 at December 31, 1966, a decline of 
12.5% from 1965. During 1966 the Toronto 
Stock Exchange Combined Index and the Mont- 
real Stock Exchange Composite Index recorded 
declines of 10.6% and 10.7% respectively 
while The Dow Jones Industrial Average 
dropped 18.9%. The value of the portfolio 
dropped by only 8.8% but the leverage 
inherent in the Trust’s capitalization caused net 
asset value per common share to decline 
slightly more than the Stock Exchange averages 
in Canada. 


CAPITAL AND LEVERAGE 


As forecast in last year’s Report conditions in 
1966 did not favour the issuance of additional 
senior securities and thus the leverage factor 
remained unchanged. Should markets change 
during 1967 in favour of further bonds or pre- 
ference shares being issued your Directors will 
give such eventuality serious consideration. 


INVESTMENT PORTFOLIO 


The assets of the Trust were invested in 69 
securities at December 31, 1966. The portfolio 
is listed on pages 7 to 10 of this Report and a 
summary by industry is set out on page 10. It 
will be noted that 95% of the portfolio is 
invested in dollar common stocks and that the 
majority of the debentures and preferred shares 
held are convertible or were issued with war- 
rants to purchase common shares. 


February 17, 1967. 
Toronto 1, Canada. 
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REVIEW AND OUTLOOK 


In the first quarter of 1966 the Canadian 
economy expanded at a very rapid rate and this 
quarter accounted for the major part of the 
entire year’s gain in Gross National Product 
of approximately 9% in dollar value. In the 
second quarter stringent monetary policies 
started to exert a dampening effect on the 
economy and by the third quarter the year-to- 
year gain in Gross National Product was at a 
negligible rate. 


It would now appear that inventory adjust- 
ments are well advanced and that capital 
spending has settled down to a sustainable 
pace. The peak in the squeeze on corporate 
profits may also have been reached although 
strong upward pressure on wage costs is a 
continuing cause for concern. 


Renewed strength in our economy will be 
largely dependent on developments in the U.S. 
where the adjustment is a few months behind 
ours. In both countries easier credit conditions 
should ultimately lead to an expansion in 
housing starts from the very low levels now 
prevailing and this should stimulate the entire 
economy by the end of this year or early in 
1968. 


Canada’s international balance of payments 
presents a persistent problem but Expo 67 will 
have a very favourable impact this year and, in 
ensuing years, the projected strong world 
demand for wheat and many of our raw 
materials should ensure a bright future for this 
country. 


ANNUAL MEETING 


The Annual General Meeting of Shareholders 
has been called for Friday, April 14, 1967. 
Both preference and common shareholders are 
cordially invited to attend. 


Directors retiring at the forthcoming Meeting 
in accordance with the By-laws are Messrs. W. 
A. Arbuckle, J. K. Macdonald and L. W. Skey. 
They are eligible for re-election. 


On behalf of the Board, 


W. A. ARBUCKLE, 
Chairman. 


DOMINION-SCOTTISH INVESTMENTS LIMITED 


(Incorporated under the laws of Canada) 


BALANCE SHEET 
As at December 31, 1966 


ASSETS 
Current Assets 1966 
Cas hen t. Semerrrerss oe. Seare. . Geet ee eee ee er. $ 192,363 
Guaranteed Investment Certificate -...............--.--------------------e------- 100,000 
ACCOUNTS TECEIVaD Oren eer tree ee eee eee ee 225 
income: taxes’ recoverable _ +=" 2 = tree eeee 8,441 
301,029 
Investments 
Investments at quoted market value -_.._.........---..-------/.---------- 15,397,559 
(cost 1966—$12,835,174; 1965—$12,548 402) 
$15,698,588 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities 
Accried expenses *?. 89 IhSonena? Sa _._.... Seeeeeee. wen Te $ 3,423 
Due to brokers for securities purchased —____........----------2.----.-2e----e--- 29,604 
Accrued "bond interest) rn. trent Sec SOE ee. ee 40,000 
lricome’ faxes’ payable*... 22 iY eee eee ee 
73,027 
Funded Debt 
First collateral trust, Series ‘‘B’’ and ‘'C’’ 4% bonds, 
CTCL DG sys co cere Pee Se Ener Pee ie Soo pees | PES 2,000,000 
Shareholders’ Equity 
Capital Stock — 
Preference — 
Authorized — 
76,730 5% cumulative, redeemable (at $52.50) 
preference shares, par value $50 each 
Issued — 
60,000 <shenese. ne. cccoeccees eee ee ee ee 3,000,000 
Common — 
Authorized — 
1,200,000 common shares of no par value 
Issued — 
TS LLA ON OL CSE oer ee See ne nae Sara Fa eae a eae 2,979,493 
Accumulated surplus on sale of investments -_....._.....-..---------------- 4,696,275 
oT h ce peo Lae) te Gees Page aC Sart >” Nes SRM A ete 387,408 
Unrealized appreciation of investments --_.....------------------------e------- 2,562,385 
Totalishareholders! equity m.22uchA...4......... AR A een 13,625,561 
$15,698,588 


On behalf of the Board: 
WILLIAM A. ARBUCKLE, Director 
NEIL B. IVORY, Director 
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1965 


$ 282,529 
150,000 
4,403 


436,932 


17,017,800 


$17,454,732 


$ 5,041 
27521 
40,000 
2,240 


318,802 


__ 2,000,000 


3,000,000 


2,979,493 
4,362,959 
324,080 
4,469,398 
15,135,930 


$17,454,732 


DOMINION-SCOTTISH INVESTMENTS LIMITED 


STATEMENT OF INCOME 
For the Year ended December 31, 1966 


1966 
Income uaet 
Dividends from Canadian corporations -.......---.-.-------------------------- $ 518,745 
Dividends) from, foreign COrporations 242... .-..---.26.2-2.05---- ee 86,452 
MIRE SST MTECEIVEC nye tiene eee ee ee ey rt yop TE enh ate eee 32,539 
637,736 
Expenses: 
PNCUTINISI LIVEN EX PONSES eee eee ie ae eh ek es 19,048 
InV.eStMENTROG ViISON Yale eke eee eee a eae ee ee nae 7,500 
Dipectonsimteesu OnGesclanie@Sic. ete eee cna cetlneee 14,950 
BSR raCHMI EV TS tite ia se rs see el ee a malo vnce cena 80,000 
Bankecnargesmuinclucinghinterest) (acento S522 
Trustee, registrar, legal and audit fees _.__..__..__..-.-----.-.--------------- 6,363 
131,383 
Income before Income Taxes .............------.-----------------------eeee cece eeeeee eee 506,353 
Provision for Income Taxes 22,000 
SE NE 2 OES SEES SS a etc Oe $ 484,353 
STATEMENT OF EARNED SURPLUS 
For the Year ended December 31, 1966 
1966 
Balance at Beginning of Year __.............---------------------0¢e-e-eeeeeeeene sence $ 324,080 
Acleli Neotiincaine tOray CCl aces a gt a A a 484,353 
808,433 
Deduct: 
COstror ISSUING COMMON SHAlES o-25 ee ea eens eee — 
Dividends paid — 
On preference shares at the rate of $2.50 per share ____._...... 150,000 
On common shares at the rate of $.38 per share 
(1965—Sis 2Gper snore) ee 271,025 
421,025 
Beslennce vc eric: Ors CC na er eat acca $ 387,408 


$ 


1965 


455,599 
63,594 
66,535 


585,728 


17,134 
5,625 
15,729 
80,000 
3,451 
6,166 


128,105 


457,623 


$ 


23,000 


434,623 


1965 


274,225 
434,623 


708,848 


17,235 


150,000 


297,503 


384,768 


324,080 


DOMINION-SCOTTISH INVESTMENTS LIMITED 


STATEMENT OF ACCUMULATED SURPLUS ON SALE OF INVESTMENTS 
For the Year ended December 31, 1966 ; 


1966 1965 
Balance at Beginning of Year ___...........--...----.----------0--2-0eeeeeeeeeeeeeeeeeeens $ 4,362,959 $ 4,171,610 
Net Gain on Disposal of Investments -_..__...............----------------------ee ene 333,316 191,349 
Balanceat Endof Year 22.05 2.25 Si eee ee $ 4,696,275 $ 4,362,959 


STATEMENT OF UNREALIZED APPRECIATION OF INVESTMENTS 
For the Year ended December 31, 1966 


1966 1965 
Balance at Beginning of Year _........--.---.----2-------e---eeeeeecce ec ceeeeeeeeeee eens $ 4,469,398 $ 4,033,940 
Net Increase or (Decrease) for the Year __................--.--.-------------------- (1,907,013) 435,458 
BalancesatsEndirofi¥ear ste. eee $ 2,562,385 $ 4,469,398 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the accompanying financial statements of Dominion-Scottish Investments Limited for the year ended 
December 31, 1966 comprising the balance sheet as at that date and the statements of income, earned surplus, accumulated 
surplus on sale of investments and unrealized appreciation of investments for the year then ended. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we 


considered necessary in the circumstances. 


In our opinion the aforementioned statements present fairly the financial position of the company as at 
December 31, 1966 and the results of its operations for the year then ended, in accordance with generally accepted 


accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Ontario, RIDDELL, STEAD, GRAHAM & HUTCHISON 
January 20, 1967. Chartered Accountants 
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DOMINION-SCOTTISH INVESTMENTS LIMITED 
PORTFOLIO AS AT DECEMBER 31, 1966 


BONDS AND DEBENTURES (2.61% of net assets) 


Par Market 
Value Value 
Bethlehem Copper Corp. ltd. 6% convertible sinking fund debentures, 
SE ae aie [TYE es for a Wo Tie oe $ 80,000 $ 81,600 
British Columbia Molybdenum Corp. Ltd. 534 % debentures, Series ‘‘A”’ 
due April 1, 1976 (with warrants to purchase common shares) -_. 180,000 184,500 
Fruehauf Trailer Co. of Canada Ltd. 5% % sinking fund debentures, 
DETieSerAWmOUGHINOVEMDER Ns 976) oon ooo nnn nc sew ctas np endecennase 25,000 21,000 
Northgate Exploration Ltd. 612 % collateral trust debentures 
OL ISSO NY AIR REO) REIS Se aes ae LEE Sate ae ES ae eae 40,000 38,800 
Western Decalta Petroleum Ltd. 6% sinking fund debentures Series ‘‘A”’ 
ACSI UNG UMIPMEII OD) cent ose sere ee orc ence eee eee RO EE 100,000 82,000 
$__ 407,900 
PREFERRED SHARES (.67% of net assets) 
Bow Valley Industries Ltd. 5% % Cum. Red. Pref. Series ‘‘A”’ 
(with warrants to purchase common shares) ---....----------------------------- 5,000 $ 105,250 
COMMON AND CONVERTIBLE PREFERRED SHARES (95.25% of net assets) 
Number Market 
of Shares Value 
BANKS (7.41% of net assets) 
Syayallic: Can PPM NS UTLN Ravel Pee carers er ae ae gee Oe eae ss OO 3,000 $ 158,625 
Banka OfBINOV.ClRS CONCISE ieee a eh es ee aes 2,500 160,000 
Obs Beto titi gr \ tel Lol tel {hh ei a en ieee ease 2,000 101,000 
Ganadian*impental Bank or Commence acs a ere ren eenese 4,000 232,000 
bontrealaGity cambisthict SAVINGS BANK -.--...---0----0.--cnc-----c--neaeen spe ace 6,000 72,000 
ey SRS ANT Fo ER ao a cers-ssierineainnieostannnaninnn-viniarnmennnnnemensiannesar «SESE 3,000 207,000 
HORCIAEC =D OMINITONME GIN pc- ouster on ss asc ue saue Sore soa ysSane aos: ose eae 4,000 228,000 
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$ 1,158,625 


COMMON STOCKS (Continued) 
Number Market 
of Shares Value 


FINANCIAL (4.37% of net assets) 


Great Britain and Canada Investment Corp. -....----.-------------------e-eeeeeee eee 5,400 $ 62,100 
Industrial Acceptance iGorp.) Lt oo ae iar aaa sea ne ere ee eee 15,000 _ 315,000 
National Trust Co. Lids 222.22 ee ee eee eg eee 10,000 162,500 
Power Corp. of Camacdar Lich a te cenit ascent ee 15,000 142,500 

$ 682,100 


FOOD AND BEVERAGE (11.52% of net assets) 


TG. Bright & Co. iimited) csc et re eee ee ee een 5,000 $ 320,000 
Canada, & DominionSugar Gor slic ye ee eal as eee oe era 10,000 205,000 
CGanada'Malting ‘Go., Limited) 225 ono cece ee Be ec renee eet ec 4,000 72,000 
Distillers Corporation-Seagrams Limited --.-....-...-.----------------eeece----eeee eee 8,000 267,000 
Federal) :Grarim Uta eee) eee 8 I TE tr ne mere Ro nt SR 30,000 183,750 
Growers Wine ‘Co) -ltd., Class ‘"B” ..:..... S20 eee ee ie) ae es 30,000 102,000 
Maple: Leaf) Mills? Lae 22... cee late ce tes ea a eter 10,000 170,000 
Molson Breweries: Ltd., Glass’ 7B" abe o2 ete ae iar ip eelie ee) E 10,000 192,500 
Walker-GooderhamisW ortscLid jinliram 2s. 2 ee ee ee 10,000 287,500 

$ 1,799,750 


GENERAL MANUFACTURING (7.19% of net assets) 


British American Bank’ Note Co wltd, (into. 40 Aa Gea ee eet. 5,000 $ 335,000 
Carri@r, Corporation 28 icco hh ce soto cee rere ep eee 5,000 418,500 
International Business, Machines Corp, ‘282.2252. Baw (be a a 650 . 261,846 
Massey:Fergusonmulid., 2.ci:. 205 oes ote 2 cee eee eee ae ras ocd 4,800 108,600 

$ 1,123,946 


HEAVY INDUSTRY (5.82% of net assets) 


Algoma Steel. Cons bid. cpatacsettg otic cee acca de eee Re oe 10,000 $ 222,500 
Dominion Foundries: &. Steel itd. 2-2), .ia, teteee esse erase ere ec oon eee 16,000 292,000 
General: Dynamics Corp atic teeter yee ea ee Man IPE me rae See 3,000 155,115 
steeliCo. of Goma Lil. seater terre ete ree see eee ern EDN te en eRe Gane 12,000 240,000 

$ 909,615 


MERCHANDISING (4.95% of net assets) 


Falnous Players*Ganadian Corp? lids tee ee ee 15,000 $ 502,500 
Peoples. Credit Wewellers Limited)..22.8 23.5.2. eee ecko peel ee 7,600 96,125 
flict IS byte LEcl., HOG eee ees = cc ee ee a a ee ee 7,000 175,000 

$ 773,625 
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COMMON STOCKS (Continued) 
Number Market 


of Shares Value 

METALS AND MINING (9.38% of net assets) 
PECL ANL UIT EU ITILN EIRRE © Cees sree ecu ta ee aah a aecee sla sdosGabsee Wevasevosatite ston OMe 12,000 $ 361,500 
Imferncsional Nickel’G@o. of Canada Ltd. ._-<.- -s nan 6,000 569,250 
NotanodcaMines:atimited: 2s: ae a ee Re ee 7,000 346,500 
Opemiska Copper Mines (Quebec) Ltd. -........--..2..22.-ce---c---ceeennnccensenenesenes 20,000 188,000 

$ 1,465,250 
PAPER AND FOREST PRODUCTS (7.54% of net assets) 
PP mCOW Gr Geraper Co. EtG, o5--.:..cdhscd= cite ante aes os eee i ee 16,000 $ 158,000 
Columbia Cellulose Co. Ltd., $1.20 Cum. Red. Conv. Pref. -...........------------ 10,000 187,500 
MOGI MBlOeCdel Lt ectee oe ge on ee de 20,000 465,000 
PAS CORSE LIN AW re hee ee cece deen Se a ne NR a Sear 30,000 367,500 


$ 1,178,000 


PETROLEUM AND PIPELINES (11.21% of net assets) 


Be EAC YN TE GMP PE UTATIRIS COs, soc Bee era cect eo danin olen gucsuveseneetncced 4,000 $ 140,940 
BrilismmAmenicanpOll Cos. Lid. wastes = 6 8,000 260,000 
GiflesmOChVICeE COs et ee a 5,000 2,779 
ire MoT DS Seat Sa ee are Se ee eee ee eee 5,000 288,125 
INFeTOLOVIN CIGD e DING. COs cote Fae, BE aes ew ces oben casceienscnnas 5,000 423,750 
McDenmotice Com Inc. J RAY :,:: 82-5 ame. on ca ee ee 3,000 251,100 
IEG XCLGOM CI CICA CIEL: T Cl fr nec tn ty We ree pee oe wore eas ey he 2,000 136,250 

$ 1,751,940 


PRINTING AND PUBLISHING (6.54% of net assets) 


PMcGollliCorocranont, ........... DES OOS... oc Ma Ee Be 4,120 $ 115,690 
MOOLee Corporation: Lid. ...2- Rete Or ree ee ee... 4,000 346,000 
SOUITOM —PleSSMULGe. = 2-2. eee ee ee ee 10,000 321,250 
SLE OSLER Se | Cocoa 2S BARRE al oa. el a aE rl oy UR 10,000 238,750 

$ 1,021,690 


PUBLIC UTILITIES (12.53% of net assets) 


Belk telephone tor Of Cannd@ tn 8be fog 8. ceeneercecercpernnnnprceccrevecoeonece 4,905 $ 228,082 
BritishaColumbiaelelephone Gongs 1.3,.6.0.--<--coe=<0-<-cae< enon ctu wewenecernnsenstnpenenose 10,000 632,500 
Gansumerse GdSsmCO tw ee ee Eg Os sc oe 20,000 307,500 
Great Lakes PowernGorporationchimiled, 4..-ci.------apor-----ne~-c--cbeb--ne--agheononseg 6,000 135,000 
Northern and Central Gas Company Limited __.......---.-.----.------------------------ 12,000 160,500 
eters Telomere... >.<. -- SB e EB bins nn on cans oes ween sense eesinaennee 12,600 231,525 
ROARED OT CAUUNY oe te a the seen oneness peg yen apse stereo 5,000 263,250 
EAS oT nin SE ane ada EERE Saaremaa «Sa. « SAREE «Ra — 81 

$ 1,958,438 
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COMMON STOCKS (Continued) 


Number Market 
of Shares Value 


TRANSPORTATION (6.79°% of net assets) 


Canadian “Pache:RaliWay Cole ee ic ee ee eee 2,000 $ 109,500 
Delaware .& Hudson Company. .2-6.222 oo. cee re 8,500 - 291,465 
New: York Central RailroadsCos tess arate re ary enone nee nen eee 3,000 221,940 
Overland Express Ltd., 60c. Cum. Conv. Pref. _...--.....--...-----------.----------- 3,000 28,125 
PaneAmerican World Airways,« Inc. 2.2 =: eee a en eee eee ee 4,000 236,520 
seaboardvAireline Railroads Gow: i: ec ce a eae eee ere 4,000 173,880 
$ 1,061,430 
TOTAL COMMON AND CONVERTIBLE PREFERRED SHARES ......_........--...-- $14,884,409 

SUMMARY Percentage of 

Net Assets 

Market Value at December 31 

Dec. 31, 1966 1966 1965 
BONDS AND’ DEBEINTURES 2 seenrrec create tres ee eee ee $ 407,900 2.61% 3.04% 
PREFERRED, SHARES i. o2. 0. soseeera vests tanetaie aero emer esemene ss $o'405-250 .67 % 1.63% 


COMMON AND CONVERTIBLE PREFERRED SHARES 


Beri ese pce is eee OO TR 1,158,625 7A1% 8.06% 
FiryeanciGal oo cco 2 esas ee eres 682,100 4.37 3.72 
Foodand (Bevetiage 2 2c. ee ee ee 1,799,750 1We52 11.05 
General Manufacturing xjcvccccee syste ee eee 1,123,946 7.19 7.99 
Heavy Iicdusiry sccm. tssccey seem te eee reece arene tere 909,615 5.82 9.58 
Merchandising: .2ce etre ce crete a eer r aes 773,625 4.95 3.38 
Metals condi Minin Gite serene rnc e a eeee  on 1,465,250 9.38 8.84 
Paper and Forest Products -..........--..----------------------- 1,178,000 7.54 7.66 
Petroleum’ and Pipelines cc... cle tee cated 1,751,940 js | 10.47 
Printing and: Pabishing cence eres trates 1,021,690 6.54 3.30 
Pisbolie Whe liGFeS ho ooc, 35. centenorscceer eee awa eon eee 1,958,438 12.53 13.32 
TRON SP ONEGHIONN § ooccs cos oo toro eer rarer. seo 1,061,430 6.79 Php Wf 

14,884,409 rey + ly A 94.64%, 

TOTALO INVESTMENT Sc: c0_, ome eee nee rer cues cae 15,397,559 98.53% 99.31% 
Cosh inbank, t¢:, Ret ccc ssc nacre 228,002 1.47 69 

BOOTAD INET GASSETS oo c5- cic aa et eas teen eee $15,625,561 100.00% 100.00% 
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